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This picture stands in stark contrast to the early predictions about how fast cellular service

would grow. For example, Vice President Gore has pointed out that before AT&T sold the first

cellular phone, it predicted that there would be 900,000 of them by the year 2000.2
$ Actual cellular

growth, of course, has vastly exceeded the predictions made when the service started.

Investment in wireless has also grown remarkably. In the year from December 1993 to

December 1994, capital investment grew from a little under S14 billion (cumulative) to reach nearly

$19 billion, an increase of 36 percent. The number ofcell sites grew during the same period from

12,805 to 17,920, an increase of 40 percent.

B. ~

The same observations apply to the nascent PCS industry. PeS shows eva)' sign offollowing

cellular's meteoric growth pattem.26 The Commission's MTAauctions for broadband pes spec;trum

produced winning bids of nearly $8 billion. including the pioneer's preference revenues. This

demoMtrates that investors are very serious about deploying pes. The earliest pes provider to

market is Sprint Spectrum, serving the WashingtonIBaltimore area. It is operating one of the three

pioneer's preference licenses that were issued before the licenses for the rest of the country ~re

auctioned. It began service only a few months ago. It offers digital service, bundled with paging,

voice mail, caller In, text messaging. and many other features. Sprint Spectrum offers prices slightly

lower than typical cellular prices. For example, it offers a package for $15 per month that includes

IS minutes ofusage and additional minutes at $0.31 per minute. [t offers a variety ofother packages

that range up to $150 per month, with 600 minutes included, and additional minutes priced at SO.2S

during peak hoUl'! and SO. 10off-peak. Its early experience in the Washington market may well prove

telling for the rat of the pes providers. One of Sprint Spectrum's sales people reported to one of

our colleapa I:bat the company has already activated more than 45,000 phones, surpassing its

business p" bud...

2$ R.em. by Vi~ PraidllltAJ Gor. at Natlo71&l~ Club,~ 21,1993. 1JIterDet URL: <http://WWW.hpct.
gov/whitc·houselgore,nii.hcml>.

;16 ~~. ~. f-. Ma Wndl« It 0 1 (Sprint, TCI. Cox Iftd CofnQlt speat $2.1 billion on PeS licenses. and are
,-pendiac $2 billion mott to buIld a national netWork capable oftelCbing 144 million peopl.);," alIo, Ed1nunci L.
Andrews. Win Auctions of Airwaves. The Sky Seems to Be ttw Limit," New Yo,k r;",., (Feb. 26,1996), it D1 (bid4iDI
for "C" Block PeS liccnsa na rACbed $6.97 billion, witb no end in sight).
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C. Additignal Capacity

The startup ofnew pes providers and the deployment of digital capability in cellular networla

will substantially increase the amount ofwireless capacity available to serve customers. The addition

ofnew providers will change market structure and should increase rivalry in the industry. Over the

long term. these developments should lower wireless prices and tramform the industry, making

wireless service a much closer substitute to wireline service. Scarcity rents and (possibly) monopoly

rents can be expected to decrease as markups fall. In the long term, therefore, any reductions in LEe

interconnection charges are much more likely to flow through to customers than they would in

today's environment.

We emphasize that these changes in market structure will take place over the long tenn.

Some of the pes auctions have not yet even taken place. Systems will tab time to build. Once they

are operational. they will probably grow rapidly. However, their growth, like cellular's, will be

limited by organizational constraints. As wireless prices decline, intereonnection charges will be a

greater share ofa wireless carner's cost structure than they are today. At that time. reductions in

LEe interconnection charges can be expected to further stimulate the penetration and use ofwireless

services, thereby making it a closer substitute for wireline service.

0, The etHyl., IndUStry Don Nat U,. BJlt-and-Kt., for IntnHndUltTx

logcconnection

Bill-and-keep is not even the conventional practice within the cellular industry. When a

subscriber from one cellular system travels to another area and desires interconnection and service

from that cellular system, his home cellular system typically is billed a roamer suI'tharge. In these

cases, at least. cellular carriers do not use bill-and-keep for interconnection. They do not handle other

systems'r~ in return for those systems handlina their roamers in tum.

R~mrenue is a large piece oftotal cellular revenue. In 1994, roamer revenues (which

include usaae cbmps on roamer calls in addition to roamer surcharges) were more than $1.8 billion,

compared with total cellular revenues ofmore than S14.2 billion, meaning that roamer revenues were

12.9 percent of total. Roamer revenues have been growing somewhat faster than total cellular

revenues. In 1992 and 1993, roamer revenues were 12.4 and 12.5 percent of total revenues, respec-
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tively.27 Even though roamer revenues include more than roamer surcharges, roamer surcharges

appear comparable in magnitude to LEe interconn~tion charges.

CMRS providers thus advocate that the Commission adopt a compensation scheme that they

do not use themselves. They have consistently eschewed bill-and-keep when dealing with one

another. In the present context, however, CMRS providers are highly motivated by the prospect of

a regulatory giveaway that will enrich them at the expense oftelephone ratepayers.

E. elBS Intlrc;onn,ction as Part of • BrOWd-bHed IntlrconnacUoo

Policy

In view ofthe spectacular growth rate ofwirelcm service in the U.S. and the evolving market

structure, th~ is no need for haste in changing existing inten:onnedion amngemen1S or no apparent

basis for substituting regulatory fiat for negotiated agreements between the parties. The Commission

should not panic and rush into a bad interim plan for LEC-CMRS interconnection, In the meantime;

the Commission and the industty have plenty oftime to evaluate LEC-CMRS intereonnection issues

in the context ofthe bJ'08der consideration of the applopr1ate interconnection arrangements between

competing networks. The physical interconnections required to terminate CMRS calls, long-distance

calls, and local calls coming from other networks are virtually identical. Consequently, a common

suucture ofinterconnection charges and amngements for both wireline and wireless providers should

be established in the long term. The Commission's proposed interim plan ofbillwand-keep would

compromise that long-term objective.

It is yet another irony that the Commission's proposed interim plan of bill-and-keep would

actually serve to undermine the development of facilities-based alternatives to LEe networks for

21
CTIA, ""/u~ FQCtboo.t(Sprinll99~), at S. 12.
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providing CMRS interconnection.18 Setting the LEC interconnection price at zero removes the

incentive for CAP" competitive LEes or cable companies to enter that market.Z9

21 For.xMlpl-, MrS -. petitioud m. Commiaion to t. a1knnd to provia CMRS int«'GOnMCtion tbrouch
'lCpIIlcled inttrCOnnecUoft widl LSC,. 34e Federal CommwtiClliou Commission, III tlr. MtJItV 01EzptJNJ.d
IntffcolfMCtitNI witlr Local re"plro". Comparry Faeilitiu, CC Doci_ 91·141, MFS CommunicatioDS Compmy, IDe..
Peliuon for DecIIJ'llOry Rutinl that IJlt"C:OJloec:tor Access to LEe SerYices May Not B. Restricted, December 4, 1995.

l' The CommiJsion adcnowledged this itself. Notice, at para. 10.
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VII. Saddling the States with the Problem of Lost Revenues

As we have noted previously, the Commission's proposal for bill-and-keep as an interim

compensation arrangement will result in a loss of between $800 million to $1.1 billion in annual

revenues for the LECs. We have also noted that this amounts to between $0.43 and SO.58 per

subscriber per month. The Commission has proposed this radical step without offering any

compensatory adjustments. Nevertheless. the Commission's Notice chooses to ignore this problem.

In this sense, the FCC is simply shifting the burden to state regulators in what amounts to nothing

more thin another "unfunded federal mandate."

This outcome would be ironic, because LEC-CMRS interconnection prices, terms. and

conditions have long been handled as contractual matters between the parties. Many of these have

been subject to state commission oversight The process seems to be working.30 The process of

negotiation and state mediation and oversight is just the process that Congress recently mmdated for

interconnection arrangements generaUy.lI There 1ppe111'3 to be no compelling l'eUOD for the

Commission to ignore Congress' preferred approach in the one area where it currently is working.

30
The CommiMJOII .". acIcnowledgts thaa thoH involved in the eutrtnl process feel it is wOl'kinI. Notice. 11

~'3.

31 Sec. ZS2 of the Te1ecommuniQtion, Act of 1996.
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APPENDIX
Page 1

Data Sources and Calculations

CTIA estimatea that CMRS providers paid more than $800 million to LEes in 1994 to

terminate calls to LEC subscribers.' We agree that the magnitude ofcharges being paid is at least

that amoWlt. Based on data available from the Commerce Department, combined with CTIA's

information, we estimate that CMRS providers paid approximately $1.1 billion in 1994 for access

charges, which would mostly consist of interconnection charges paid to LEes to terminate calls from

CMRS subscribers to LEe subscribers. We show in this appendix how we obtained this estimate.

The table below displays the data we used and indiutes the source of each item or else the

calculation we performed.

CTlA, F«t SIw., bciprOC4i r.,,,,inat;OII, accom1*lYiDl presa ~l.... stIfemtnI by noma S. Wheel_,
Presideac, CTIA (Dec. I~, 1995),
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APPENDIX
Page 2

Data Sourc.
A Total cellular industry $14.2 billion CTIA Wireless Factbook.

revenu.., 1994

B. Total operating revenun. $1 77.843 billion U.S Oepertment of Commerce,
telephone communi- Bureau of the Census, Annual Survey
cations (SIC 481), 1993 of Communications Services. 1993. at

6.

C Total operating revenues, $172.579 billion U.S. Department of Commerce.
telephone communi· Bureau of the Census, Annual Survey
cations, except radiote. of CommuniCations ServiCes: 1993, at
phoM (SIC 4813),1993 7.

D. Totel operating revenues. $5.264 billion U.S. Department of Commerce.
radiotelephone communi- Bureau of the Census. Annual SUlVey
cations (SIC 4812), 199JZ of Communations SetViCfls: 1993, at

2; also [ B - C 1.
E. Inten:onnection charges, $26.121 bilHon U.S. Department of Commerce,

telephone communt- Bureau of the cenaul, Annual Survey
cations (SIC 481), 1993 of Communieation. SfHvices: 19'3. at

6.

F. Interconnection charges. $25.708 biHion U.S. Depertrnent of Commerce.
telephone communi- Bureau of the Census, AnnUM Swvey
cationa, except radiotefe. 01 CommunQlions ServiceS: 1993, at
phone (SIC 4813). 1993 7

G. Interconnection charg.., $0.413 billion [E-F)
radio~onecommuni-
cation. (SIC 4812)

H. Percent. of cefluter 8 percent [G/D)
revenu. p8id II inter-
conMCtiOn charges.

I. Tot. ceHulaf interconnec· $1 1 billion [A" H1
tion chargee. 1"

J. II '....-.ation d1argee. SO.03 per-minute CllA preu release (Dec. 15, 1996).
1*"-""

1<' CeIufIr...ch8r~, $0.375 per-minute [J I H]
per~

TbiJ does noc include die cellular revml* of firmI whoM primIry buainess fOCUl is not rdottltphODll
communications, whicll would "- the c:aM for most LEes. Nevertbelm, the proportion of~OMectioadw'g_ to
total revenues of the cellular t1rms included in this caeaorY sho\IIcl9lm apply broadly to the indUltr)' in general.
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'"*.nlnt Spectrum Service Plans Include:

F.... Airtime - All service plans have airtime inclllded at no exlra

ehR'l!e So yOIl can make calls when you want to without worry

No Contract - finlike celllliar. Sprint Spectmm does not require

Ihat you sign a long-term conlracl

BlIilt-ln Answering Machine - With your handset's huilt-in

anowering machine, you can stay in touch even if you can't answer your

phone. or if it's hus} or I"rned off The answering machine aUlomatically

8nswers these calls, takes messages for you and saves them until you have

time in ii~len to them

Illiit-in Numeric Paging - Every handset includes huill-in

numeric paging at no e"ra charge Callers can kave a phone nllmher for

yOIl 10 call when yOIl want to

IlIlIt-ln Caller 10 - Every handsel includes Caller ID al no e~lra

charge So YOII'II see the numher "I' the rerson whn is calling you hefore

VOII answer If you chnn<..:.c nof 1n anc;wer. the caller can leave you a

mt""~sage Of a page

Free Minute for Incoming Calls The first minllte

of incoming calls is fref' <"(1 you can giv~ nul your numher and not

worry aoout raying fnf t all" you don Of v..'ant to receive

Great Rates on Sprint Long Distance - With Sprint

SprectnHll you g,et yom ch(lin~ of 1\\0 great Sprint !onf!·distance plans

JIlSI tell Custol11"r Car" (Wh,," you sign up for s"rvice) whelher you'd prefer

Sprint Sense'", which giv"s yOIl 22" rer minllte reak and 10" per minute

off-peak. or "flat rate" pricing of I'" rer minute. anytime day or nighl

Choose Your Number - In order to make your numher easy

to rememher. Customer Care will try to match the I"st four digits of

your numher to those of yom choice when you call 10 activate (suhject

to availahilitv 1

Choose Your Billing Cycle - Yo" sckcl th" t,me of the

month yntl want til receive you I hill. \..,il it ani\'{',_ \\.'hcn VOl! want it to

Detailed Billing - F.~ch invoil'e vou receive is easy to read ~nd

will /!ivc you full delail of all call adivitv for the month

Handset Replacement Program - Handset replacement

prnl"dion is inc hilled with all sel"lL'[' plans, ncepl Talk l'i ami T~lklO, so

yon rtuhnnmil':Il1v pro1ed your il1vC"lment nand"et ReplaccITu"nt Program

is availahk Oil Talk l'i and T~lk III for '\;4/mol1th Ikdlll'lihies ~pp'y

Customer Care Is Always There - (lllr friendlv Customer

Car" Representatives are ~v~il~hlc 24 hours a day, seven d~ys ~ week to

help you, ("all thClll 10 get ano..;wt:'"\'" It I qllc ... tinn .... or change o..;ervicc plans

Thi< call i< ~Iw~ys free ))1;" (, II from yom Sl'rinl Srertrtllll h~ndsel or

I-RIIII-,ll'-42211Imm anv phone

Call today for more information 1-800-311-4220

'·{~"l"·-·"--
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Select the Sprint Spectrum Service Plan That's Right for You

Sprint Spectrum Optional F••tur••:
Call Customer Care to Activate

$6/month

10¢/call

50¢/minute

50¢/call

Daily
Handset Delivered Services
Sports, Weather, Horoscope, Lottery

Landline Connection Charge
For completed local landline calls

On-Demand Information Services
Traffic, News, Financial News,
Sports, Weather, Horoscope, Lottery
(Dial "INFO)

Directory Assistance
with Call Completion (Dial 411)30 minutes I - 1 $~O jl $~O $:0

60 minutes 150 minutes 300 minutes 600 minutes

60 minutes 150 minutes 300 minutes 600 minutes

31¢ 29¢ I' 27¢ I 26¢ .\ 25¢

10¢ 10¢ 10¢ 10¢ 10¢

V•• __ _~~__ Yes Yes I. Yes

~. ~s ~s ~s ~s

Yes 1 Yes Yes Yes Yes

:::::::: T00:::" - :::t :::j ::
Yes

Yes

31¢

31¢

Yes

Optional

Optional

15 minutes

Caller 10

Numeric Paging

Answering Machine

Call Waiting
-~- ----
Handset Replacement
Program

Off-Peak IAll OTHER TlMESI

Peak i7AM 9PM WHKDAVSI

Anytime

Off-Peak '''u OTHER TIMES'

Peak HAM 9PM WEEKDAYSI

•C ..
0:".. "lCZ
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W hether you want Sprint Spectrum service to help manage
your work or personal life, or as a safeguard for emer·

gencies, you'll find that Sprint Spectrum does much more for
you than today's cellular services lor much less than cellular
costs. Each service plan includes free airtime.

Talk 15 - The "Slarter Package:' What a great way 10 get to
know Sprint Spectrum. It's the way 10 take advantage of the
benefits Sprint Spectrum has to otler al the lowest possible
monlhly charge. For only $15 per month you're on the network
And. unlike cellular slarter packages, this one includes a full
15 minutes of anytime airtime, so you can lalk when you want
to day or night, weekdays or weekends. Addilional minutes
are 11 II per minute, anytime, day or night. Talk 15 also includes
a built-in answering machine, numeric paging and Caller ID.
so you're always "in touch."

Talk 30- For only $2<; per month, you've got a plan that
includes 30 minules of anytime airtime, so you can talk when
you want 10 - day or night. weekJays or weekends. Additional
minutes are .~ III per peak minulL: and only 1011 per off-peak
minute. Talk 10 also includes a built-in answering machine.
numeric paging anJ Caller ID.

Talk 120 - This plan includes 00 minutes of peak airtime
plus 00 minutes of off-peak. Additional minutes are 2911 peak
,1Ild lOll oil-peak. Talk 120 includes a built-in answering mal·hine.
numcril' paging and Caller ID. Plus. you are automatically pro'
tected wllh a Handsel Replacement Program at no l'xlra cost.

Talk 300 - This plan includes 150 minutes of peak lime and
150 minutes of off-peak. Additional minutes cost only 27¢
peak and IO¢ off-peak. Talk 300 includes a built-in answering
machine and numeric paging, Caller ID and Call Wailing at no
charge. Plus, you are automatically prolected with a Handsel
Replacemenl Program al no extra cost.

Talk 600- This is the perfect plan for frequent talkers. It
includes 300 peak and 300 off-peak minutes, so it is easy to be
in touch when you need 10. Addilional minutes are only 26¢
peak and IO¢ off-peak. Talk 600 includes a built-in answering
machine and numeric paging, Caller ID and Call Waiting at no
extra charge. Plus, you are automatically protectcd with a
Handset Replacement Program at no extra cost.

Talk 1200- This is the perfect ehoice for people who make
and receive loIs of calls. As the top-of-the-line plan, it includes
a whopping 600 minutes of peak time and 600 minutes of
off-peak. Should you need addilional minutes, they are priced
at our absolute lowest rate - only 2511 peak and lOll off-peak.
Talk 1200 includes a built-in answering machine, numeric
paging, Caller ID and Call Waiting al no cXlra charge. Plus.
you are aUIOlnatically protected wilh a Handsel Replacemcl1\
Program al no extra cost.

Corporate Service Plans - Available tor accounts with five
or more subscribers. Call 1-800-.~11-4220 for more informalion.

All rates and policies arc subjecl 10 change wilh reasonable
advance notice.

Twice Daily $12/month
Handset Delivered Services
Traffic, News, Financial News

Financial Portfolio $25/ month
Custom Stock Tracking
Delivered Services
(Call for Details)

Voicemail $2/ month

Call Waiting (Talk 15, Talk 30 and Talk 120) $2/month

Can Forwarding $2/month

Convenience Package $5/month
Voicemail, Call Waiting, Call Forwarding

Call Baning $5/month

Handset Replacement Program $4/ month
(Talk 15 and Talk 30)

Text Messaging $10/month
Includes 100 PC or handset-generated

messages

Additional messages 10¢/message

Operator assisted messages 5O¢/message.....
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